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COLONEL J. D. MCCARTHY 


Back in early 1948 when this organization was an idea in the minds of a few 
officers stationed at Fort Sam Houston, the firm belief in the purpose of such an 
organization and the confidence in its ultimate success as expressed by Colonel 
McCarthy, furnished a driving force in the accomplishment of so proud a ven- 
ture. 

Colonel Jerrold D. McCarthy was a veteran of the Mexican Border Cam- 
paign, World War I and World War Il. Between wars, he was continuously 
active in the New York National Guard and its affairs along with his commer- 
cial activities that culminated as advertising executive of one of the nation’s 
large corporations prior to World War II, Colonel McCarthy saw active com- 
bet service in World War I and had many decorations including the Soldier’s 
Medal and the Croix de Guerre with palms. During World War II he served as 
Special Assistant to the Inspector General of the Army where his duties took 
him to every theater of the war. At the close of the war he was assigned to 
Brooke Army Medical Control, Fort Sam Houston, where he served as Inspec- 
tor General until his retirement in June of 1950. 

Upon the actual organization of the Society of Military Accountants and 
Statisticians in May of 1949, Colonel McCarthy was elected National Secretary 
in which position he served until his death in June of 1951. His diligent and un- 
tiring efforts during the early stages of organizing and establishing the Society 
contributed most significantly to the survival and success of this Society. 

It is most fitting that the first edition of our official publication should be 
dedicated to the only Founder who did not live to see the Society become truly 
as he envisioned it, with active members of all three Services spread onto two 
continents. 

Colonel McCarthy, or rather ‘‘Jerry’’ to most of us, we stand in Salute 
to Your Memory! 


Tribute by Captain Joseph C, Armour, USA 
Founding Member and Past President 


s**t ¢ & 


“‘The Armed Forces Comptroller’’ is a forum for the presentation 
of the activities of Military Comptrollership. The views expressed 
by the authors of articles herein, therefore, do not necessarily 
represent the views of the National Council. 

















MESSAGE OF THE PRESIDENT 
AMERICAN SOCIETY OF MILITARY COMPTROLLERS 


Vice Admiral Edward W. Clexton, USN 


Let me add my personal appreciation for the outstanding work of the late 
Colonel J. D. McCarthy, one of our Founding Members; and of the Founding 
Members who continue as Members of our National Council: 


Major Samuel V. Anthone, USAF (Ret.) 
Captain Joseph C. Armour, USA 

Major Garnett M. Burum, USA 

Lt. Colonel Maurice Edelman, USA (Ret.) 
Major ‘Louis A, Oswald, USAF 

Major General Bickford E. Sawyer, USA (Ret.) 
Colonel Frederick B. Smith, USA 

Major Waltér H. Zwinscher, USAF 


rast Presidents of the Society have included Captain Joseph C. Armour, 
USA; Colonel John E, Bodle, USAF; Major General Bickford E. Sawyer, USA; 
and Major General William D. Eckert, USAF. Their guidance has brought our 
Society to its present excellent position. 

Thanks, also, to our current National Officers: Vice Presidents—Colonel 
John E, Bodle, USAF, Captain L.C. Peppell, USN, Colonel Frederick B. Smith, 
USA; Secretary—Colonel Ernest L, Osborne, USAR (Hon. Ret.); Genere! Coun- 
sel—Major Samuel V. Anthone, USAF (Ret.); and Comptroller—Major Louis 
A. Oswald, USAF; and to the remaining Council Members—Captain Charles 
B. Arrington, USCG, Major Vergil H. Bates, USAF, Mr. Lyman H. Brewster, 
Jr. (Air Force), Mr. Norwood P. Cassidy (Navy), Captain H. E. Cole, USN, 
Major General William D. Eckert, USAF, Captain William L. Engleman, USN, 
Major Jules V. Fish, USAF, Mr. Hyde Gillette (Air Force), Brig. Gen. Robert 
Hackett, USA, Major Herman A. Jones, Jr., USA, Mr. Robert D. King (Army), 
CDR Irving F. Macey, USN, Captain Richard S, Mandelkorn, USN, Captain 
Robert L. Neyman, USN, CDR A.E. Pallon, USN, Mr. John H, Prince (Coast 
Guard), Lt. Col. Wm. T. Roe, USAF (Ret.) Captain Philip K. Sherman, USN, 
and Lt. Col. Herman B. Wild, USA. 

And to our hard-working Assistant National Secretaries, thanks for a job 
well done: Mr. Thomas B. Crossan, Jr.—Navy; Mr. William F. Dickson—Air 
Force; and Mr. Richard V. Sawyer—Army. 

Special appreciation is extended to all who contributed articles for this 
first issue of THE ARMED FORCES COMPTROLLER. 


I HOPE TO SEE YOU ALL 
AT THE 
1957 ANNUAL CONVENTION 














BENEFITS OF THE ASMC 


Major General Bickford E. Sawyer, USA (Ret.) 
Founding Member and Past President 


From questions asked me, I know that many persons want to know what 
benefits, if any, they will gain by membership in the American Society of Mili- 
tary Comptrollers. This is a personal matter that depends on the individual ton- 
cerned and I can only answer by giving my own experience. 

At the time the original Society was organized in San Antonio, Texas, I was 
the Fourth Army Budget and Fiscal Officer. | wanted to increase my professional 
knowledge and meet others engaged in activities similar to mine. I joined the 
local Chapter of the Society and found a very satisfactory social companionship 
as well as the professional information for which I had been seeking. 

Shortly afterwards, Comptrollers were established in all military estab- 
lishments and most of the members of the local Chapter were transfered to 
comptroller activities. Several became Comptrollers and most of the Comp- 
trollers in the San Antonio area joined the Chapter. I was appointed the Fourth 
Army Comptroller and found that I had many new problems to consider. It was 
then that my membership in the Society really proved of benefit. 

I attended meetings where specialists in the many fields of comptroller- 
ship discussed their activities and answered questions. During the social per- 
iod, I talked with the Comptrollers of the many military installations around 
San Antonio and found we had many common problems. They helped me and, 
sometimes, I was able to help them. Through our personal contact, we were 
also able to save the government money. We found, for example, that military 
installations were paying different prices for the same items bought from the 
same suppliers. This was corrected and the lowest price made the same for 
all. Costs were compared and those that were out of line were checked. Systems 
and methods were compared and discussed. We belonged to different Services 
but we also belonged to the same Society and the feeling was one of friendship 
and helpfulness. 

At the meetings, the technical personnel of my office met and talked with 
similar personnel in other offices. We were all building our organizations and, 
in some cases, transfers took place. Through meetings of the Society, I had the 
advantage of a personal knowledge of many of the individuals being transfered. 
‘This helped my office and indirectly helped me as well as the persons con- 
cerned. 

In its present form as the American Society of Military Comptrollers, I 
feel that membership in the Society will be of even greater benefit than it was 
when I first became a member. Military Comptrollership includes many inter- 
ests and requires broad knowledge. I do not hold with the theory that a Comp- 
troller can rely entirely on technicians. I believe the more a Comptroller can 
know of all aspects of comptroller interests, the better Comptroller he will be. 
From my own experience, I can state that membership in an active Chapter of 
the ASMC will broaden your knowledge, increase your opportunities, and make 
you more valuable to your organization and government. 























FINANCIAL MANAGEMENT IN THE DEFENSE DEPARTMENT 


The Honorable W. J. McNeil 
Assistant Secretary of Defense (Comptroller) 


It would not be amiss in the inaugural issue of a Journal exclusively de- 
voted to military comptrollership, to reexamine briefly the nature and scope 
and unique characteristics of this relatively new and frequently misunderstood 
profession. 

The comptrollership function has long been firmly established in the 
larger and more successful business enterprises of this nation, but it is only 
in recent years that the value and importance of this function has been rec- 
ognized in the Defense Department and in the Government as a whole. The 
Defense Department has perhaps been the most aggressive among government 
agencies in integrating this function into its management system. 

Except for the Presidency itself no single managerial task approaches in 
scope and complexity that involved in administering the Department of Defense. 
The responsibilities and problems of the Department, whether gauged in terms 
of manpower, inateriel, money, geographic scope of operations, diversity of 
activities, technical difficulties or any other similar measure, are unique and 
dwarf by comparison those encountered in managing even the largest and most 
complex of our industrial corporations. 

The problem of management in the Defense Department is similar in many 
ways to that in private industry. Commanders or managers in Defense, just as 
managers in private industry, must have the kind of facts upon which decisions 
can be based and must have effective control of the resources at their disposal. 
To collect, analyze, and interpret the essential facts, to present them in such a 
manner as to lead to correct executive decisions and to provide the system 
through which proper allocation and effective control of resources may be 
exercised, is the role of the financial manager on the Defense Department 
management team, and is the task of the military comptroller at all levels of 
command throughout the military establishment. 

While the major elements of the financial management function in the 
Defense Department — budgeting, accounting, auditing, collection and disburse- 
ment of funds, and progress reporting and statistics — are similar to those of 
the financial management function in private industry, certain very basic 
differences do exist. In private industry, the acidtest of a management’s worth 
is its ability to produce a margin of income over outgo — in other words, to 
manage to make a profit. The worth of management in the Defense Department 
cannot be measured in terms of profit. Here, the task is to develop, within the 
context of government policy as a whole, sound military plans and programs and, 
after approval by the President andthe Congress, to carry them out in the most 
efficient and economical manner possible. While the basic principles of effective 
management are just as applicable to the Defense establishment as they are to a 
private enterprise they must, of necessity, be applied in an entirely different 
environment and under considerably different conditions. 











These fundamental differences are what differentiate the financial manage- 
ment problem in the Defense Department from that in private industry. That is 
why many of the financial management practices of private industry must be 
modified and adapted to meet the unique needsof the Defense Department. 

The profit yardstick performs two very vital functions for management in 
private industry: (1) it provides an objective guide for the allocation of available 
resources, and (2) it provides an objective measure of the performance of the 
enterprise as a whole as well as its constituent parts. To use this tool success- 
fully management must have a prompt andaccurate picture of sales, production 
and costs, and in sufficient detail toassess the performance of the various parts 
of the enterprise. This is basically the function of accounting. Accounting, there- 
fore, tends to be the most important of the five related elements of the comp- 
trollership function in private industry, and budgeting as we know it, is of 
lesser importance. 

Management in the Defense Department does not have the objective measur- 
ing device of profit and loss. Yet, it too must allocate resources and evaluate the 
performance of the establishment as a whole, andits constituent parts. Clearly 
some other means must be employed tocarry out these basic functions of man- 
agement. This is the heart of the problem of financial management in the Defense 
Department. 

Lacking the profits mechanism, the Defense Department must rely to a much 
greater degree on the budgetary process for the analysis of programs and in the 
allocation of its resources. While the budget is a useful tool of management in 
private industry, it is the keystone of the financial management system in the 
Defense Department. It is the primary element of the financial management 
function, which all other eleme.its must support. 

Its effective use requires accurate andtimely statistical and financial data. 
Management at the Department levels must, through painstaking analysis, 
evaluate the worth of each activity and each program in terms of its contribution 
to the overall national security objectives. Management at all levels must care- 
fully assess in the light of these overall objectives, the relative importance of all 
activities and programs, both current and proposed, in order that the best 
possible balance in the allocation of resources may be achieved and the greatest 
possible benefits derived from the resources placed at its disposal. 

This is not an easy task. The determination of the military forces required 
for our national security is an extremely complicated and by no means precise 
undertaking. There is a great deal of room for honest differences of opinion 
among equally competent persons since, in the final analysis, the force levels, 
types of equipment and materiel readiness required at any particular time are 
essentially a matter of professional judgment. 

Furthermore, defense requirements cannot be viewed in isolation. The 
benefits of an additional dollar spent for defense must be weighed against the 
benefits of an additional dollar spent for other government purposes and against 
the additional burden placed on the taxpayer or the additional debt which future 
generations must bear. It is not simply a matter of stating requirements and 
adding up their costs. The defense program must be judged in context with the 
Federal budget as a whole and in the light of other desirable objectives, par- 
ticularly in the fiscal and economic areas. This is the crux of the problem of 
budget planning at the national level. 
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It is the President, with the assistance of his chief advisers, who must make 
these decisions. The annual United States Government budget constitutes his 
recommendations to the Congress. The Congress, sitting as a board of review on 
the President’s proposals, expresses its judgment inthe annual appropriations. 
The test of all these judgments is in how well the needs of the country have been 
met and how efficiently the government managers have used the resources 
placed at their disposal. 

The lack of a profits yardstick makes more difficult the task of measuring 
performance and deprives Defense management of that very valuable incentive 
for efficiency and economy. Many studies, both by the Defense Department 
and outside groups, have pointed up the need for some mechanism to fill the 
void created by the lack of normal profit incentives. In this respect, the 
scope of military comptrollership exceeds that of its counterpart in private 
industry. Greater emphasis must be placed on systematic analysis and review 
of all programs and activities. The budget structure must be so arranged as 
to facilitate the evaluation of performance against the budget plan, and ac- 
counting, auditing and progress reporting must be brought into harmony with 
this structure. Control of funds must run parallel with command responsibility 
wherever feasible. Standards of performance measurement must be devised. 
New forms of organization must be developed which provide a business enter- 
prise type of environment for essentially non-military types of 
activities. 

These principles must be applied at all levels of command, modified as 
necessary to fit the character and scope of the particular mission. Military 
comptrollers at the installation level have a special responsibility in this regard. 
No matter how soundly conceived or thoroughly designeda financial management 
system may be, it will not succeedin its purpose unless it is effectively utilized 
at the operating level. 

Considerable progress has already been made in applying these principles. 
The Defense Budget has been substantially converted to a performance pattern 
and each year further refinements are being made. Accounting, auditing and 
progress reporting are being brought into harmony with this structure, although 
at a slower rate. 

One of the most encouraging developments in the financial management of 
the Defense Department in the last few years has been the expansion in the 
application of working capital funds to the management of inventories of con- 
sumable materiel and to the operation of industrial and commercial type activi- 
ties. This unique organizational form has proved to be an extremely valuable 
management tool and comes closest to filling the void created by the lack of a 
profits yardstick. It combines a built-in incentive for economy and efficiency at 
the operating levels with the means for effective top-level review and control. 
Results to date have been very impressive. Another major step forward in this 
area is planned in the coming fiscal year. 

The military comptroller has much to learn from his more experienced 
counterpart in the field of private enterprise. But it is the basic differences in 
the financial management problem in Defense as compared with private industry 
which provide the real challenge to the military comptroller. It is therefore 











most gratifying to find that the rank and file of military comptrollers have rec- 
ognized the uniqueness of their chosen profession in organizing the American 
Society of Military Comptrollers and in launching this Journal as a forum for 
the exchange of views on financial management. Both should serve to raise.the 
professional standards of military comptrollership and quicken the pace ot fin- 
ancial management improvement which is an integral part of the overall effort 
of the Defense Department to achieve greater military strength from the re- 
sources made available to us by the Country. 











FINANCIAL MANAGEMENT IN THE ARMY 


The Honorable Chester R. Davis 
Assistant Secretary of the Army for Financial Management 


It is an important part of the American way of life for men to band them- 
selves together to improve themselves professionally and consequently improve 
their profession. It is especially outstanding that men who work in or are inter- 
ested in comptrollership activities of the Defense Department have so organized 
that there may be a mutual interchange of ideas and a discussion of solutions to 
our common problems thereby contributing towards improvements and progress 
in-this vital field of management. No greater goal can be chosen than that of 
improving the efficiency and economy of the Armed Forces of the United States. 

I should like to tell you how the Army has undertaken to improve its bus- 
iness management. 

During the fiscal year 1956, an estimated average of 1,088,200 active uni- 
formed personnel will beon duty in the United States Army. This is a very large 
peacetime Army, but sim 1l when compared to the numbers on duty in World War 
II and during the Korean conflict. 

In ‘addition to those men and women in uniform, the Army will employ an 
estimated average of 441,000 civilians at home and overseas. Furthermore, 
about 201,000 foreign nationals will be employed in supporting activities over- 
seas. 
This grand total of more than 1,730,000 individuals constitutes the world’s 
largest single organized enterprise — except perhaps the Russian Army. 

In the last fifteen years, Army expenditures have been as low as $668 
million in 1940 and as high as $49.8 billion in 1945. In fiscal years 1948, 1949, 
and 1950, the peacetime period after World War II, and following separation of 
the Air Force, expenditures averaged $5.8 billion a year. Since the Korean 
War, that is in fiscal years 1954, 1955, and 1956, they have averaged $10.1 
billion. In fiscal year 1956, Army expenditures will amount toabout $8.5 billion. 
You can see, therefore, that because the current international situation requires 
that we maintain a relatively large defense force, expenditures are still at a 
relatively high level, but also that the impact on the taxpayer and the national 
economy is being steadily reduced. 


FINANCIAL IMPROVEMENTS 


The first Hoover Commission recommended sweeping changes in financial 
management in the National Military Establishment — later to become the 
Department of Defense. These recommendations were enacted into law —Title 
IV of the National Security Act Amendments of 1949. These are viewed as a 
major landmark in financial improvements. However, it should be noted that 
the Army established the office of Comptroller in 1948, and had already begun 
to identify the major tasks of financial improvement. 

Since that time, interrupted only by the Korean conflict, the Army has 
pursued a program of financial improvement which is probably unmatched in 








scope and complexity by any similar undertaking in the history of the public 
service. 

The goals of this program are: 

To introduce systematic consideration of the value of resources into Army 
management processes. 

To provide the means necessary to assure that management achieves the 
most effective utilization of resources. 

To provide adequate controls of resources on hand, on order and in use 
in relation to requirements. 

To better determine and present the Army’s requirements for appropriated 
funds. 

The basic premise of this program has been that financial management must 
be an aid toevery phase of management of the Army, from broad strategic plan- 
ning tothe detailed operation of service and support activities. It must reveal the 
principal needs for and uses of resources, and information regarding the value 
of resources required, in process of acquisition, onhand, in use, and consumed 
or expended. It must provide this information in relation to the basic missions of 
the Army, and in relation to all positions of responsibility for decision and 
action. It must also reveal all liabilities or offsets to these resources. The pro- 
gram must in every practical way facilitate successful discharge of the ultimate 
responsibilities of the Army, and must add the element of management disci- 
pline necessary to that end. 

Elements of Financial Management Improvement 

The Army’s broad plan for financial improvement was published in Army 
Regulations 37-5, entitled ‘“The Army Financial Management Plan’’, August, 
1953. This plan, in addition to prescribing the specific elements which would be 
adopted as improvements, stated that the objective of the plan was: 

‘‘The plan .... is designed to achieve the basis for more effective and 
more efficient over-all financial management of the Army. It includes 
improvement of operational performance through the assignment of 
specific responsibility for the evaluation and control of the cost of 
labor, supplies, and services by those who actually cause the expendi- 
tures to be made.’’ 

Individual elements of the plan were as follows: 

Integrated Accounting: As an essential preliminary to establishing con- 
trol of financial data, a broad program for improving the accounting facilities 
available at each command level was inaugurated. This involved, basically, the 
integration of funds and disbursing accounting, the adoptionof a uniform general 
ledger of accounts, and designing the framework at each command levei around 
which all of the Army’s diverse accounting systems could be related. It required 
modernization of accounting offices at every point of command, from the post, 
camps and stations to the Department of the Army. By 30 June 1956, this pro- 
gram will have been substantially accomplished at all levels in the United 
States and overseas below the Department of the Army. 

Financial Property Accounting: Traditionally, the Army has maintained 
item control over its vast stores of supplies and equipment. Because of the 
tremendous volume of supplies, this item data couldnot be summarized for an- 
alysis at higher levels of responsibility. In addition, of course, the value of 
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Army inventories could not be realistically stated or controlled. Under the 
Financial Management Plan, the item system has been supplemented by in- 
stalling a system of dollar inventory control and reporting throughout the 
Army’s worldwide organization. Through this system, a price tag is put on 
every item of supply. This is a basic step toward controlling costs of con- 
suming activities. Application of this program to inventories of bulk stocks 
has been substantially completed. 

Industrial Funds: Under the Army Industrial Fund, specific Army activities 
such as arsenals, ports of embarkation and equipment overhaul facilities, are 
financed under a revolving fund. This permits the activity to operate as an 
independent unit, operating on cash advanced by the fund coupled with its own 
assets, and billing its customers for work performed. This method of financ- 
ing industrial and commercial type activities has been applied to 18 major activ- 
ities in the continental United States. They have an annual sales volume of $464 
million. Currently, plans are being developed to finance the overhaul and rebuild 
of equipment under the Industrial Fund. Further applications will be made after 
study and evaluation of additional activities. 

Stock Funds: Under the Army Stock Fund, which is also a revolving fund, 
common-use supplies for the whole Army are purchased with Stock Fund cash. 
The Stock Fund is reimbursed from annual appropriated funds at the time such 
supplies are issued for use to the consuming activities. This method of fin- 
ancing common-use supplies, like the Industrial Fund, establishes a buyer- 
seller relationship between the production and procurement functions of the 
Army and the consuming activities. It results in a more economic management 
of supplies as they are bought and held in inventory and, conversely, permits 
appropriate reflection of the consumption costs of current operations in annual 
appropriations. At the present time all common-use supplies in depots through- 
out the world are under the Army Stock Fund. Substantial extensions have been 
made to operating inventories of common-use supplies located at posts, 
camps and stations. 

Consumer Funds: The principle of Consumer Funding is a corollary of the 
Stock Fund and Industrial Fund principle. Commanders at operating levels have 
in the past been furnished appropriated funds each year to pay for civilian per- 
sonnel services and certain local procurement. Under Consumer Funding the 
volume of these funds is increasedto permit the commander to pay for goods he 
receives from the Army Stock Fund and theindustrial Fund where appropriate. 
This requires a closer reflection of supply costs of current operations in the 
management of appropriated funds. This principle was put into effect at the be- 
ginning of fiscal year 1956 on a worldwide basis. 

Internal Auditing: A program of Internal Auditing has been developed by the 
Army Audit Agency which is consistent with the most progressive professional 
principles and practices in this field. It provides at each operating level of com- 
mand for an annual appraisal of the systems of financial control available to 
the command. This program will be fully developed and substantially in effect 
throughout the Army by the end of the current fiscal year. 

Cost of Performance Budgeting: The Hoover Commission recommendations 
and the resulting law previously mentioned required that the Department of 
Defense and each of the military services adopt this concept of budgeting for 
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annual appropriations. The principle of cost of performance budgeting essen- 
tially, is that the full costs of current operations, regardless of how financed, 
will be reflected in relation to work performed or produced. This concept, of 
course, is most appropriately applied in relation to current operations of the 
Army which are in the main financed under the Maintenance & Operations 
Appropriation. Adoption of this method of budgeting is dependent upon comple- 
tion of all other elements of the Financial Management Plan. The Army’s 
specific efforts to devise a system which will produce a cost of performance 
budget are discussed below. 
Army Command Management System 

As previously stated, financial improvements must be closely related to the 
requirements of operating management. This is especially true of budgetary im- 
provements. The so-called ‘‘cost of performance budget,”’ is, to the operating 
commander, essentially what private business refers to as an ‘‘operating bud- 
get.’’ In other words, it requires projecting the work to be done and matching 
with that performance the operating costs which will be generated. These oper- 
ating costs are financed partially from current appropriations, partially from 
inventories of goods, and, in the Army, partially by supplies and services which 
are actually procured and furnished ‘‘free”’ to the operating commanders. 

The Army Command Management System has been designed and will be ap- 
plied at the posts, camps and station levels. It integrates programming under the 
Army Program System through which workload is forecast with budgeting, 
accounting, manpower controls, and performance analysis. It provides a basic 
system of management control for the operating commander and his staff. It 
also produces a cost of performance budget. 

In June 1955, a prototype system for the Army’s Class I organizations was 
installed at Fort Jackson, South Carolina. After this prototype application had 
proved successful, the Comptroller of the Army, Lieutenant General Laurin L. 
Williams and I, with members of our staffs visited the Continental Army Com- 
mand and the headquarters of the six continental Armies to present a series of 
orientation conferences as a prerequisite to the installation of the system in 
those commands. The establishment of the system in one Class I installation 
in each continental Army by 1 July ofthis year is anticipated. These will serve 
as models for the remaining installations inthe Commands. We hope to have all 
Class I installations in the continental United States under the system by 31 
October 1956. 

In furtherance of the orientation program of the Command Management 
System, I have addressed the officer classes at the Army Finance School, 
Fort Benjamin Harrison, Indiana, the Command Management School, Fort 
Belvoir, Virginia, and the Supply Management School at Fort Lee, Virginia, em- 
phasizing the value of applying sound business techniques in the Army’s manage- 
ment programs. Upon graduation, these officers, many of whom are senior 
commanders and staff officers, will be better prepared to assist in the im- 
plementation of the Command Management System when they return to their own 
organizations. Furthermore, they have been instructed to share with their 
associates the knowledge of management principles which they received at the 
Army schools. 


A prototype design for the Army’s extensive depot system was installed at 
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Atlanta General Depot and the Letterkenny Ordnance Depot in April 1955. A 
prototype system based on comparable principles and concepts has been in- 
stalled in the Ordnance Ammunition Command. This will be used as a model 
for all organizations operating inthe broad area of procurement and production. 
Plans are currently being formulated for extension of this system throughout 
the Ordnance Corps and subsequently to the subordinate commands of the 
other Technical Services. 

The Army has indeed launched an all-out attack on its business manage- 
ment problems. Major advances on all fronts have been achieved. The size and 
diversity of the Army, however, are formidable obstacles to systematic and 
prompt accomplishment. In addition, any time the ‘‘normal way of doing things’’ 
is changed in any organization, a certain degree of resistance is encountered. 
This results because new ways of thinking have to be developed. Changes also 
require a great deal of understanding on the part of the people involved and it 
takes time for this understanding to be achieved. 

Moreover, the end objective is not always clear and acceptable to all con- 
cerned. The Congress, the public, agencies of the Executive Branch, and re- 
sponsible officials of the Department of Defense and within the Army — each 
has a dynamic interest and a point of view in these matters. And, over and 
above all of these are the requirements of military operations. Continuous 
reconciliation and adjustment of end objectives and often of means are essen- 
tial. Yet it is this very nature of the task which offers vast opportunities for 
men of imagination and the will for achievement. It is the Nation’s great fortune 
that the Army has such men. 
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COMPTROLLERSHIP IN THE NAVY 


The Honorable William B. Franke 
Assistant Secretary of the Navy for Financial Management 
Comptroller, Department of the Navy 


In this issue of ‘“The Armed Forces Comptroller,’’ the American Society of 
Military Comptrollers makes its debut to the many civilian and military per- 
sonnel who are either associated with or have an interest in our military forces. 
Concurrentiy the Society offers an excellent opportunity for membership to all 
civilian and military personnel who are engaged in comptroller functions and 
who desire to join the Society in its promotion of the highest standards of mil- 
itary comptrollership. 

The American Society of Military Comptrollers is to be contratulated on a 
good beginning toward an admirable objective. There is little room for doubt 
that the Society will be anything less than an outstanding success, when one con- 
templates its purpose, its leadership, and its membership. 

As an initial step toward the organizational goal, the Society is making it 
possible for each department and service to introduce its comptroller organi- 
zation in this journal. This is a wise move for a new society. No better beginning 
can be made for any social, political or professional group than for all members 
to become as thoroughly acquainted with one another’s background as possible. 
This is the manner in which mutual respect and understanding are created. It 
is a pleasure to introduce the organization of the Comptroller of the Navy to 
this Society and its potential membership. 

In the Department of the Navy, the Office of the Comptroller is directly 
responsible to the Secretary of the Navy through the Assistant Secretary for 
Financial Management and the Under Secretary. Actually, this Assistant Sec- 
retary is also the Comptroller of the Navy by designation of the Secretary of 
the Navy, pursuant to Section 402 (b) of the National Security Act of 1947, as 
amended, and Section 2 of Public Law 562, 83rd Congress, 2nd Session. The 
modified organization chart presented herein will graphically illustrate the posi- 
tion of the Office of the Comptroller to the rest of the Department of the Navy. 

The Secretary of the Navy has charged the Assistant Secretary of the Navy 
(FM) with: 

(1) Policy, management and control of the functions of budgeting, accounting, 
financing, progress and statistical reporting, and internal auditing, 
including contractors’ accounts, throughout the Department. 

(2) Liaison with the Assistant Secretary of Defense (Comptroller). 

(3) Liaison with the General Accounting Office on financial matters, includ- 
ing responsibility for action on reports and inquiries of that office. 

(4) Immediate supervision of the Office of the Comptroller of the Navy. 

The position of the Comptroller of the Navy and his operation within the 
framework of the departmental structure has been very satisfactory. 

The Comptroller of the Navy believes that substantial fiscal progress has 
been made in the last few years within the structure described. Some of the 
accomplishments which have been achieved and which have been recognized 
outside the Office of the Navy Comptroller follow: 
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Budgeting. Continuing efforts have been made to square appropriation 
responsibility with program responsibility. These efforts are being rewarded 
with an increasingly sharper focus on control of funds. Capital and procurement 
funds have been separated from maintenance and operation funds and placed on a 
no-year or continuous, rather than annual, funding basis. With regard to internal 
budget formulation, new procedures have been developed to provide for more 
effective timing to avoid the disadvantages and bottlenecks inherent in former 
procedures. With the growth of operations being conducted under the Navy Indus- 
trial Fund, a small group of analysts has been established for industrial fund 
budget analysis purposes. Revised procedures have een initiated to provide 
for a more effective review of apportionment requests. 

Accounting. With the completion of the conversion of all naval shipyards 
and major naval printing plants to industrial funding, attention has been turned 
to extending the industrial funding concept tooverhaul and repair shops at major 
naval air stations. Under the Navy Industrial Fund, with a corpus of $440,190, 
000, are forty-three major naval industrial-commercial type installations, 
presently operating with an allocated working capital of $246 million. This work- 
ing capital is turned for an annual volume of $1,358 million. The remainder of 
the corpus of the Navy Industrial Fund has been reserved to provide working 
capital for future installations of an industrial-commercial nature. Establish- 
ment of the Marine Corps Stock Fund and increasing the categories of items in 
the Navy Stock Fund has resulted in better stock management and improved 
cost-consciousness on the part of naval consumers. A Policy Guidance Board 
on stock fund matters has been established to achieve a closer and more ef- 
fective relationship between requirements and procurement. 

Progress Reports and Statistics. The establishment of a system (Stat-In- 
dexing) of maintaining statistical files for easy access and ready reference is 
insuring the consistent reporting of data and eliminating duplicate reporting 
from statistical sources. New condensed periodic fiscal reports and analyses 
have been developed for Navy’s top management officials to enable them to take 
timely action on matters of a policy nature. In implementing the requirement 
of Sec. 410 of Title IV of the National Security Act of 1947, as amended, on 
maintaining a quantitative and monetary inventory of real and personal property 
of the Navy, a format was developed in cooperation with other DOD agencies for 
gathering the necessary data and coordinating the required periodic reporting. 

Audit. Transfer of the Cost Inspection Service to the Comptroller of the 
Nayy near the end of 1953 and the establishment of an Assistant Comptroller 
of the Navy for Audit gave the Comptroller complete authority and responsibil- 
ity over the Navv audit programs. Since the transfer many improvements have 
been made. An audit report of standard format has been devised so as to assist 
top command and management levels in making quick appraisal of the primary 
disclosures of an audit, as well as providinga detailed study for lower echelons. 
Under an integrated audit program greater coverage and penetration in man- 
agement problem areas has been achieved. Timeliness in reporting is being 
progressively improved. Auditing of inventory andinventory control and of pro- 
curement and contracting methods has been initiated. With the consolidation of 
the contract audit and the activity audit field offices, decreases in overhead 
costs and interchangeability of audit personnel are realizable. 
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The continuing expansion of Navy’s internal audit program has improved 
management effectiveness through its examination and promotion of integrated 
fiscal procedures and the adequacy of the controls they afford management. 

Comptroller Organizations. Today there are 145 comptroller organiza- 
tions functioning throughout the Naval Establishment. Each of the eleven 
bureaus and offices and Headquarters Marine Corps has established an inte- 
grated financial management staff in accordance with the Title IV comptroller- 
ship concept. A total of 118 major Naval field installations and 16 major com- 
mands of the naval operating forces have established comptrollership. 

The installation of comptroller organization in major organizational com- 
ponents of the Naval Establishment has been encouraged but not arbitrarily 
required. It is expected that this program will eventually be implemented at 
each level where such an organization can be useful to management and com- 
mand — and that acceptance will parallel this installation, without which comp- 
tollership could not be operated at optimum effectiveness. 

In conclusion, it must be said that the Comptroller of the Navy recog- 
nizes that there will always be the discovery of new horizons for progress in 
comptrollership. The American Society of Military Comptrollers, offering as 
it does an ‘‘exchange’’ wherein ideas may be traded, to the end that each 
military comptrollership organization may select the best that each has to 
offer to the other, augurs well for this progress. The Society provides a 
vehicle whereby comptrollership can achieve greater service to command 
and management. 
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COST BUDGETING 


The Honorable Lyle S. Garlock 
Assistant Secretary, United States Air Force 
Financial Management 


One of the principal objectives of an Air Force commander, in trying to do 
his job more effectively, is to learn how to see his responsibilities more clearly 
‘fas a whole.”’ The ability to see the entire picture, and to understand all of its 
varied parts, is one of the most valuable characteristics in a manager anywhere. 

We in the Air Force have beenaware for some time now that a most useful 
approach in helping commanders gain this broad understanding and perspective 
is to describe in financial terms the total area of their responsibility. We call 
the concept which enables us to furnish commanders this kind of information 
‘*cost budgeting.’’ The principles and practice of cost budgeting in government 
have been widely understood for some time, but they are receiving more atten- 
tion all the time. Most recently, the Hoover Commission has endorsed this con- 
cept. 

The use of cost budgeting for management purposes requires each com- 
mander to plan his total resource requirements in advance of consumption or 
utilization. He must plan for all resources required to carry out his mission— 
whether represented by military or civilian personnel, materiel (both locally 
and centrally procured), travel, contractual services, or any other costs over 
which he exercises a reasonable degree of control. 

After operations have taken place, we give the commander a complete fin- 
ancial report on his area of responsibility, holdinghim answerable for all finan- 
cial consequences of his operations, regardless of whether he was provided the 
funds with which to ‘‘purchase’’ the necessary resources, or whether he obtained 
them on a ‘‘free issue’’ basis. His superior may then decide whether, all things 
considered, the operation was carried out satisfactorily, or whether the exper- 
ience provides lessons for the future — lessons for the squadron commander, 
for himself, or for higher authority. 

Planning, budgeting, and accounting on a total cost basis effectively trans- 
lates appropriation limitations into statements of the resources available for use 
at lower echelons of command. Cost budgeting realistically recognizes that 
every commander is given a specific role within an overall mission — but that 
-his task frequently may not havea clearly established relationship to a particu- 
lar appropriation. 

By requiring that each commander plan his use of the manpower, materiel, . 
and other resources over which he exercises control, the Air Force can assure 
a conscious, coordinated evaluation of both expected results and resource re- 
quirements. Furthermore, after a project or program has been completed, actual 
accomplishments and costs can be compared with forecasts. Isolation and analy- 
sis of variations from the forecast can leadto a prompt recognition of problems. 

Even though actual Air Force experience with vigorous implementation of 
the cost budgeting concept has been largely limited to certain test bases, a 
number of useful and revealing results have been achieved. For example, in 
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accordance with the practice of ‘‘cost budgeting,’’ Lockbourne Air Force Base 
regularly prepares, in advance of each fiscal quarter, a forecast of the expected 
cost of operating each organization for the quarter. In the process of reviewing 
this forecast at the beginning of one recent quarter, the forecasted food service 
cost appeared to be high in comparison to Strategic Air-Command cost stan- 
dards. In particular, the forecasted personnel requirements appeared to be 
excessive. A study was then launched to analyze the problem. The result was 
that an excess of 40 men was found to exist. These men are being made avail- 
able for retraining and reassignment. There have been a number of similar 
cases. In one instance, more than 90 officers and men were transferred and/or 
retrained. 

At Langley Air Force Base an excessive usage of jato rockets was dis- 
covered because materiel costs in one squadron were unexplainably higher than 
the expense forecast. It turned out that the squadron commander had unknowingly 
instructed his flyers to use more than enough jato bottles under certain circum- 
stances. Through analysis of financial data, the problem was brought to the 
attention of a higher commander who was able to recognize the problem and to 
bring about the necessary change in operating methods. 

A consciousness of total resources, and of planningon an integrated basis, 
aids not only in controlling operating costs but in controlling inventories as well. 
In a number of cases where we have analyzed our base inventories in terms of 
projected operating needs we have found that financial data promptly focused 
attention on excessive stocks of materiel. Materiel not needed at a base is in 
this way made available for use elsewhere. 

The results we have seen so far are only a suggestion of what we may be 
able to accomplish when we fully utilize in the Air Force the principles of cost 
budgeting, along with associated evaluation methods. We will then be able to 
keep constantly in sight the total cost implications of all the programs we are 
carrying out. We will be able to assure ourselves, as well as the Congress and 


the nation, that we are producing the maximum possible air power with our 
resources. 
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THE ARMY COMMAND MANAGEMENT SYSTEM 


Lieutenant General Laurin L. Williams, USA 
Comptroller of the Army 


Since 1949 when Public Law 216 was enacted, the Army has been working 
toward adoption of cost of performance budgeting as required by that law. 
With this in view, the Army has installed Stock Funds, adopted Consumer 
Funding, installed dollar inventory accounting and integrated fiscal and dis- 
bursing accounting, all on a world-wide scale. With these tasks substantially 
done, the Army in early 1955 undertook the design of a cost budgeting system, 
and from this effort has evolved the Army Command Management System. 

This system achieves an integration or merging of basic management 
systems which have traditionally operated separately, with only piecemeal 
or occasional relationship to each other. These are programming (projection 
and control of workload), budgeting, accounting (fiscal, disbursing, cost, in- 
ventory), and work measurement. It is, therefore, basically a system of in- 
tegrated programming, budgeting and accounting. It is, in a technical sense, 
consistent with the concepts of integration which have long been recognized in 
the field of public administration and governmental accounting. In practice, 
however, it differs to the extent that inthe Army Command Management System 
much heavier emphasis is placed on programming and budgeting and the integra- 
tion of those systems than has been placed on the accounting procedures in- 
volved. 

The Army Command Management System is a method through which a 
command plans, manages and reports on its operational workload and use of 
resources. This method, through the introduction of costs and changes in re- 
sources available and on order, payables and receivables, also provides an 
operating budget. This is called a ‘‘cost of performance’”’ budget; it serves the 
purposes of annual budgeting andof financial control during the execution phase. 
Finally, accounting supports and becomes a part of this system of management 
control, by accumulating performance data as well as cost and fiscal data. 

Thus, the Army Command Management System is far more than a technique 
of accounting or of budgeting. It is a basic system of internal management 
control, which in the long run, has promise of strengthening and modernizing 
internal management of the Army’s non-tactical operations. It spells out and 
documents the basic elements of managerial control--workload, appropriated 
dollars, total costs, manpower utilization. It therefore provides a new basis 
for direction and control from higher echelons and reporting upward from lower 
echelons. The systematizing of this flow of consolidated management data 
will permit true decentralization of day-to-day operating responsibility from 
the Pentagon down the line of command. 

With this background in mind, a closer look at the System is in order. The 
tangible product of the procedures, when first installed, is the operational and 
budgetary plan--the cost of performance budget. It is produced by having each 
activity forecast its workload, its costs, and its manpower requirement. These 
forecasts flow upward throuch lines of functional responsibility, are consolidated 





and summarized by the Comptroller, approved by the local commander and 
submitted to higher headquarters. The endproduct, which is both an operational 
plan and a budget, has the following characteristics: 

a. Contains scheduled workload forecasts for each activity at the in- 
stallation. . 

b. Coupled with each activity’s work forecast is thecost or dollar value of 
goods and services to be consumed or used in performing the work (labor, 
supplies, equipment, contractual services, etc.). 

c. It shows the opening and closing inventory values and the computed 
‘‘change in inventory’ (increase or decrease). 

d. It shows beginning and ending values of goods and services on order 
(unliquidated obligations), and the computed ‘‘change.”’ 

e. It shows the beginning and ending values of fixed asset (capitalized equip- 
ment Only at present) and the increase or decrease. 

f. These values, operating costs and changes in inventory, goods and ser- 
vices on order and fixed assets, are analyzed or ‘‘reconciled’’ to arrive at the 
net requirement for appropriated funds to be allotted. 

The concept and contents of this document are illustrated in Figure No. 1, 
which of course is a highly schematic summary of data amplified in appropriate 
detail in the cost of performance budget itself. 

During the fiscal year operations are controlled by monthly and quarterly 
appraisals of accomplishment in relation to the planned programs as set forth 
in the cost of performance budget and by making new forecasts for the coming 
month or quarter. A single report form is designed to be used as an activity, 
program or installation summary report. The report is divided into three main 
sections showing costs, civilian man-months and performance. Eachof the sec- 
tions shows actual amounts compared to amounts programmed (previously fore- 
cast). In addition, forecasts for the next period are shown. The monthly and 
quarterly reports further show the reconciliation of costs to obligations in- 
curred, (See Figure No. 2) 

Review and analysis of operations during the fiscal year are performed 
monthly and quarterly. Each month the program directors present to the com- 
manding officer the significant points of accomplishment and explain deviations 
from forecasts. The explanations of deviations are included with the monthly 
cost and performance reports, which are forwarded to higher headquarters. The 
product of the quarterly presentations--detailed forecasts, explanation of 
deviations and the commander’s approved or directed actions--are also for- 
warded to higher headquarters. Control by higher headquarters is exercised 
by review and approval of the monthly and quarterly forecasts compared with 
the annual budget. The keynote is management by exception. 

Special comment with regard to the funding of stations operating under 
the system is perhaps appropriate. It is evident that, if control of costs (the 
measure of resources consumed) is to be meaningful, the traditional detailed 
obligation control of goods and services to be bought must be de-emphasized. 
If, in addition, the full disclosure and control of resources on hand, on order, 
and required is to be emphasized, the limited picture conveyed by obligations and 
expenditures must be enlarged. The installation commander, on a day-to-day 
basis, is translating labor, supplies and other resources into work production. 
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The funds made available to him through allotments cover only part of his costs 
and are only one consideration in the performance of his management role. He 
does not get any funds related to his military manpower or their subsistence; 
items of major equipment are issued free; some minor items of supply are is- 
sued free and most were until recent extension of consumer funding and the 
Army Stock Fund. Therefore; at the installation level, traditional fund and 
obligation controls do not provide a control of all resources. The commander, 
while concerned with the funds given to him, is just as much if not more con- 
cerned with the manpower, supplies, equipment and services available, on order, 
and required--some of which he pays for, some of which he does not. 

Thus, for the Army Command Management System to be effective the 
traditional allotment and obligation control system must be simplified and 
balanced with the System as a whole. This is not to say that they must be 
weakened or abandoned. Under the Army Command Management System ob- 
ligation controls are strengthened and convey a more intelligible picture of the 
use and management of appropriated funds. The major effort to achieve this sim- 
plification and flexibility has been to revise the Maintenance and Operations 
Appropriation structure. This revision, which was approved by the Congress 
during the Fiscal Year 1957 appropriations hearing, accomplishes the following 
major ends: 

a. It reduces the number of Budget Programs from 16 in Fiscal Year 1956 
to 8 in Fiscal Year 1958. 

b. It identifies, in the Program structure, the major functional-missions 
of the Army which are financed from the Appropriation. 

c. It abolishes Budget Programs which identified installation support or 
housekeeping functions and objects of expenditure (e. g., supplies and minor 
equipment). 

d. It transfers the amounts formerly carried in the Programs mentioned 
in subparagraph c above to the functional Programs in subparagraph b above, 
which they support. 

e. As a result of these revisions, posts, camps and stations will be al- 
lotted the bulk of their fund under one Budget Program, and minor amounts 
under a very limited number of the other Programs. Thus, under the new 
Maintenance and Operations Appropriation structure, the funding basis is 
broadened and related to major missions. Below this level, and integrated with 
it, costs of goods and services consumed and performance objectives provide 
the medium for operational and budgetary control of resources. 

Summary 

The Army Command Management System integrates programming, budget- 
ing and accounting. It is now installed and operating at Fort Jackson, South 
Carolina, Fort Gordon, Georgia, and the Georgia Military District. All Class I 
installations within Second, Third and Sixth Armies are scheduled to begin 
operations under the System on 1 July 1956. First, Fourth and Fifth Armies 
will each have two prototype installations operating on 1 July, with a target 
date of 1 October 1956 for all Class! installations to begin operations under the 
System. Implementation throughout the depot system in the Continental United 
States (49 depots) was substantially accomplished on 1 July 1956, and in the 
Ordnance Ammunition Command, 1 January 1956. Further extensions in the 
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Zone of Interior and overseas are being planned. 

Its major features are: 

a. Cost and performance data maintained by or for activities enables 
operators more effectively to forecast resource requirements. Cost and per- 
formance reports are prepared monthly and quarterly showing activity, program 
and installation totals and forecasts, reconciled to obligations or forecasts of 
fund requirements for each budget activity. 

b. Obligations and expenditures of funds are recorded for the Maintenance 
and Operations Appropriation by Budget Program, and reporting below that 
level is based on costs. 

c. Resources available to the installation, such as inventories and unde- 
livered orders, are considered in the determination of fund requirements. 

d. Assets and liabilities of the installation are set forth in reports showing 
the installation financial condition. 

e. Finally, the installation commander and higher headquarters are 


furnished with summary operational and financial data, which are integrated, as 
a basis for direction and control. 
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THE NAVY INDUSTRIAL FUND PROGRAM 


Rear Admiral H. P. Smith, USN 
Deputy Comptroller of the Navy 


The satisfaction of the Department of the Navy with the use of the Navy 
Industrial Fund as an effective means for improving the management of its 
industrial-commercial activities is reflected in a brochure recently pre- 
pared by the Office of the Comptroller of the Navy. The brochure provides 
a concise and factual reference to the concept, scope, and application of 
the industrial fund in the financial operations of the Navy. 

I know of no better contribution I might make to this initial issue of 
‘‘The Armed Forces Comptroller National Journal’’ than to quote in full 
that portion of Part I of the brochure which I feel provides an excellent 
summary of the application of the Navy Industrial Fund. I would emphasize, 
however, the admonition expressed by the Assistant Secretary of the Navy 
(Financial Management) in his foreword to the brochure:‘‘. . . the installation 
of the Industrial Fund and its related business-type accounting system at an 
industrial-commercial type activity is, in itself, no guarantee of efficient opera- 
tion. However, many of the basic tools for dynamic management are inherent in 
the system.”’ 

I, Introduction : 

Inherent in the Financial Management Plan of the Navy is the concept of 
an increasing utilization of the working capital revolving fund for the purpose 
of financing the Navy’s industrial-commercial-type activities. Results of the 
practical application of industrial funding techniques have been most gratifying 
to management at the local, bureau, and departmental levels. Frem its inception 
in 1949, with the conversion of the Defense Printing Service to industrial funding, 
until the present time, the Navy Industrial Fund Program, nurtured by the en- 
thusiastic acceptance accorded it by management, has grown from a revolution- 
ary experiment in government fiscal operations to a stature of prominence 
within the financial structure of the Navy, with an annual volume of approxi- 
mately one and one third billion dollars. Before exploring further the scope and 
ramifications of the Navy Industrial Funds as presently constituted, it is well 
to look into the background of the fund and understand the impetus behind its 
evolution. 

Il, Background 

The industrial-commercial activities of the Navy are susceptible to the 
application of proven business techniques just as are comparable businesses in 
private enterprise. To assure continued operation of these activities at maxi- 
mum effectiveness, efficiency, and economy, to the satisfaction of itself and 
the Congress, it has become expedient for the Navy to adopt business methods. 

Authority for the Navy to employ these modern business techniques through 
the utilization of the Industrial Fund is contained in Public Law 216, 81st 
Congress. Section 405 of the law states that working capital funds are authorized 
and provided for the financing of industrial-commercial type activities in order 
to effectively control and account for the cost of programs and work performed. 


26 





As a funding medium , the industrial fund simplifies the financing of business 
type operations, the mission of which is toprovide end-products or services to 
customers within the Naval Establishment and to further facilitate cross ser- 
vicing to other agencies. 

The regulatory authority for employment of industrial fund techniques, 
stemming from Public Law 216, has beenamplifiedby the Secretary of Defense 
through the promulgation of policy and procedural guidelines in the directive - 
‘*Regulations Covering the Operation of W-rking-Capital Funds for Industrial- 
and Commercial-Type Establishments (Industrial Funds)’’ dated 13 July 1950. 
The individual activity charters, the custom-built accounting systems (developed 
by the management-NavCompt Joint Survey Panels and promulgated in the 
Activity Accounting Handbooks) and local operating procedures are all ul- 
timately subject to the provisions of this directive. 

III. The Industrial Fund Concept 
A. Corpus 

The corpus of the Navy Industrial Fund is composed of unexpended balances 
reappropriated from prior year’s appropriations. As of 30 June 1955 the 
principal of the fund consisted of $480,490,000 of which amount $278,092,685 
had been allocated to the various operating activities, leaving a balance of 
$202,397,315 available for future allocation. 

B. Present Scope 

There are currently forty-six activities, with an initial cash allocation 
of $246,379,000 whose operations are being financed under the industrial fund. 
The annual dollar volume of business, of these activities approximates 
$1,300,000,000. 

C. Description 

The local application of an industrial fund is authorized by an approved 
charter for each individual activity. The Industrial Fund simplifies the financing 
of business type operations providing products and services to customers within 
the Naval Establishment as well as cross-servicing to other agencies. The in- 
herent elasticity of its fiscal structure facilitates the financing of peak loads 
and also permits controlled retrenchment during slack periods. 

As previously stated, the Navy Industrial Fundis a revolving fund authorized 
by a charter. Individual cash allocations to the various activities operating under 
NIF are made from the corpus of the fund and are identified by subhead. The 
initial working capital of an activity is composed of this allocation plus those 
inventories of materials and supplies which are also contributed. From this 
amount is deducted a figure representing the accrued leave liability assumed 
by the activity on the date of cutover. 

The activity working capital is utilized to finance the costs of production to 
fill customer’s orders. These costs are recouped by billing the customers and 
collections are made and credited to the cash account of the fund, thus perpetu- 
ating the revolving feature of the working capital and keeping the fund intact. 
Theoretically, the practice of billing at cost generates no profit or loss from 
the activities’ operations. Naturally, however, some profit or loss will normally 
be generated and distributed to future operations, or remain as an increase or 
decrease of the capital structure depending upon policy decisions. 








D. Operations under NIF 

The industrial fund is not subject to quarterly or annual limitations. Materi- 
als and supplies are procured to meet the requirements of orders on hand. There 
is no incentive to stock pile inventories or otherwise expend funds about to 
expire on 30 June. Further, initial capitalization is planned to be sufficient to 
finance unexpected increases in workload on an interim basis until additional 
capital can be supplied from the unallocated reserve of the corpus of the fund. 

Responsibility for financial management is centralized inthe activity com- 
mander at the activity level. Double-entry, accrual-type accounting is in- 
corporated in each custom-built accounting system developed for an individual 
activity operating under NIF. The cost of products and services include direct 
material, direct labor, other direct costs, operating overhead and administrative 
overhead but excludes the cost of military pay and depreciation. Machinery, 
equipment, and real property are provided by appropriated funds and are not 
taken up as assets of the Industrial Fund. 

The tailor-made cost accounting system at each Navy Industrial Fund 
activity is designed to provide management with the information essential to 
economical and efficient operations. Advances are being made towards the es- 
tablishment by management of predetermined standards for labor, material and 
overhead costs. By analyzing variances of actual costs from predetermined 
standards or budgeted costs, nianagement can highlight problem areas and 
initiate corrective action to further reduce costs. 


COMPTROLLERSHIP — SERVICE TO MILITARY MANAGEMENT 


Lieutenant General Manuel J. Asensio, USAF 
Deputy Chief of Staff, Comptroller 
United States Air Force 


Just about ten years ago the Air Force introduced the concept of Comp- 
trollership— a modern business concept theretofore applied only in part and 
often accidentally — to the military services. Its rise since that time has been 
steady and successful and it has now taken its place as a valuable addition to 
military management. 

The aftermath of World War II with all of its lessons in resource limita- 
tions emphasized the vital necessity for paying more attention to resource- 
management during peace time when military expenditures are held toa 
minimum. Mr. Robert A. Lovett, the thenSecretary of War for Air, summed up 
the problem nicely. He wrote to the Commanding General on 5 October 1945 
and said, ‘“The complexity of a modern Air Force, coupled with its global field 
of operations has been great; the complexities which face a smaller Air Force in 
physical size will be even greater in the future because the limitations of funds 
and of personnel will not permit the margin of safety against error given by 
multiple projects but will require a more accurate selectivity of projects and 
a more intense follow-up of the application of the limited funds allocated to such 
projects. In short, we must be sure that every dollar allocated goes to the most 
needed project and we must be sure that we get a full dollar’s worth out of 
every dollar expended.”’ 

Mr. Lovett’s foresight was indeed prophetic. In fact, the need for the busi- 
ness concept of Comptrollership was accentuated by subsequent developments. 

Cold war tension, Korea and the requirement for a larger peacetime Air 
Force than was ever contemplated, gave impetus to methods for better man- 
agement of resources. Today, during this periodof changing costs and stepped- 
up military expenditures, the problem is even more acute. Managing for 
requisite military strength over the long haul is a mammoth task, It involves 
considerations of both economic strength and military strength. Comptrollership 
has become of valuable assistance to the attainment of both. 

To understand the full impact of Comptrollership and what it can accomplish 
as a service to military management, it might be well to go back to the concept 
in its original setting. 

Back in 1946, there existed in the Army Air Forces three separate sup- 
porting management functions, all reporting to the Commanding General. These 
were the Office of Program Monitoring, Office of Statistical Control and the 
Budget and Fiscal Office. Each of these offices performed essential functions 
and provided a part of the information for effective management, but no single 
organization was then in existence to give the Commanding General and his 
staff the coordinated technical information and analyses of conditions and 
future prospects which were so important to complete understanding. 

Basically, therefore, it was the aim of Comptrollership to pull together 
related functions of an informational and financial nature and to centralize the 











collection, recording and analysis of operating information under a Comptroller 
who would insure that the various ‘‘managers’’ of the Air Force had the best 
possible facts in the best possible form to guide their decisions. It was obvious 
that integrating allied functions would produce broader and more valuable ser- 
vice to management through a more effective organization. 

The organizational planners of the Air Force decided to place the Comp- 
troller on the same level as the other Deputy Chiefs of Staff for Personnel, 
Materiel and Operations, and later on, the DCS/Development. 

From aconceptual point of view this strengthenedthe Comptroller’s position 
as a working partner on the Air Force management team. Instead of controlling 
or policing actions by looking over shoulders, it devolved upon the Comptroller 
to accept full responsibility as a staff advisor, as well as to be a consultant in 
financial matters, andto undertake the separate responsibility for providing ser- 
vice and guidance in the technical areas under his direction. These originally 
embraced auditing, budgeting, disbursing, statistical reporting, and management 
analysis. In 1951, accounting became a separate operating function under the 
Comptroller. 

Title IV of the National Security Act of 1947 specified: 

‘‘Departmental comptrollers shall be under the direction and supervision of, 
and directly responsible to, either the Secretary, the Under Secretary, or an 
Assistant Secretary of the respective military departments: Provided, That 
nothing herein shall preclude the comptroller from having concurrent responsi- 
bility to a Chief of Staff***’’. In accordance with this law, the Comptroller of 
the Air Force is responsible to the Assistant Secretary for Financial Manage- 
ment with concurrent responsibility to the Chief of Staff. The functions per- 
formed by the Comptroller constitute a service of major importance to each 
of these offices. 

Our officers, airmen and civilians inmanagement positions are determined 
to eliminate non-essentials and are anxious to avoid waste and misdirection of 
resources wherever they exist. They appreciate that every unjustified expendi- 
ture is a subtraction from needed striking power. Their problem lies in the 
identification of areas of possible improvement. 

Comptrollership contributes to this effort not by emphasizing the ‘‘dollars 
and cents’’ approach to management but rather in demonstrating the causative 
factors that have produced the indicated financial results. Corrective measures 
become the province of the office of primary responsibility rather than of the 
Comptroller himself. Thus, at all echelons the Comptroller finds himself play- 
' ing the role of interpreter as between the plans, programs, and operations which 
are generally understood and the technical language of finance, which need not 
be in the everyday lexicon of military activities. With proper personal relation- 
ships, the Comptroller may offer advice freely; but he certainly must avoid as- 
suming authority in any dictatorial sense. 

The involvement of all participating elements in the over-all management 
of a command necessitates on the part of all the knowledge and appreciation 
of the available resources and the conflicting or competing claims upon them. 
These resources are basically in the form of personnel, materiel, and funds. 
The necessity for understanding the part played by each has injected into the 
Comptroller area a dynamism not commonly associated with this function. 
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In 1953 there was published, under the title ‘‘A Financial Control Plan 
for the U. S. Air Force,’’ a forward looking approach to the solution to this 
problem of education. This was, perhaps, tooadvancedfor immediate acceptance 
with the changes in governmental procedures that were envisaged both within 
and without the Air Force. The words ‘‘Financial Control Plan’’ were unfortunate 
because of the implication that dollars or finances would control rather than 
that the essential requirements of operations would govern. 

The title was, consequently, modified to ‘“The Financial Management System 
of The United States Air Force’’ toavoidthese unfavorable aspects. The general 
lack of acquaintance with the mysteries of finance, however, has led to some 
misunderstanding. Designation as a ‘‘System’’ implies something separate and 
apart, while ‘‘Financial Management’’ again might be construed to indicate 
that management can be achieved only through dollar control. 

The real objective is to add another tool to those already available to com- 
manders, and thus to furnish a financial service to management in terms of 
total resources. Its application on a test basis indicates that it will serve both 
in widening the horizons of the commanders of all echelons and as a valuable 
adjunct in accomplishing his military purposes. 

To understand and appreciate the full potentiality of Comptrollership or 
any other instrument of management, we must first understand the Air Force 
and its mission in life. Its supreme missionis to prevent war and secure peace 
under acceptable conditions. These military objectives involve everything it 
does, whether it be responsibility for strategic air warfare; defeat of enemy air 
forces; air defense of the United States; or tactical warfare in conjunction with 
other services. All Air Force resources -- humanand material -- are devoted 
to those purposes. The job of management then is to insure that the resources 
are used prudently and effectively within this general framework. 
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BUDGET REVIEW IN THE DEPARTMENT 
OF THE NAVY 


Captain Charles Adair, USN 


As financial management becomes more widely understood in the Navy, 
more and more personnel realize that the review of the Department of the 
Navy budget takes many man-hours every year. Those who are not too familiar 
with budget procedures, and even some of those who work with the budget con- 
sider that most of the time spent on the budget review is wasted and un- 
necessary. 

While it is not the intent of this discussion to consider the development of 
program objectives, which precedes the formulation of budget estimates, an in- 
dication of these earlier steps in the development of the Department of the Navy 
budget is seen in the upper half of the accompanying chart. The following dis- 
cussion is concerned with the review of the estimates after their development at 
the bureau level. It begins with the review conducted by the Comptroller of the 
Navy, the first step on the lower half of the chart, and covers the reviews con- 
ducted by the congressional appropriations committees which are not shown on 
the chart. 

The purpose of the budget review at the departmental level is to obtain the 
necessary funding requirements of the Department to carry out the various pro- 
grams in accordance with the guidelines which have been received from higher 
authority and with the program objectives issued within the Department. The 
budget reviews at departmental levels are all somewhat similar. One of the most 
important functions is to insure a proper balance of funds between the programs 
of the Department. Once appropriated, the law prohibits the shifting of obligating 
authority between appropriations. It is possible to have the total funds required 
in the budget but to have too little in one appropriation to execute a program 
properly. Too much in an appropriation is equally bad as it indicates poor plan- 
ning and makes the reviewing authority at all levels suspicious of the entire 
budget. The Departmental review should insure a properly balanced budget which 
also conforms to the guide lines and program objectives. 

At the departmental level in the Navy, a detailed review is carried out by 
the Comptroller who is an Assistant Secretary. This review, which may last as 
long as six weeks, goes into the various appropriations in great detail. The 
bureau chiefs, together with their program managers, appear and are questioned 
as to their budget requirements for each part of their programs. 

At the end of this period of review, recommendations as to the budget to be 
forwarded to the Secretary of Defense are madeto the Secretary of the Navy by 
the Comptroller. At the same time, these recommendations, commonly called 
the ‘‘markup’’, are given to the various bureaus and offices concerned. 

About four days later, a Chief of Naval Operations Budget Advisory Com- 
mittee meeting, which usually lasts one day, is held. This Committee consists of 
the Chiefs of Bureaus and Offices and the Deputy Chief of Naval Operations. At 
this meeting the Secretary of the Navy is assisted by the other Secretaries, the 
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Chief of Naval Operations, and the Commandant of the Marine Corps in ma king 
his budget decisions. During the meeting a bureau chief may agree with the 
markup as recommended by the Comptroller or may state his reasons for dis- 
agreement. A rebuttal may be made by the Comptroller or he may agree with 
the change. In cases of disagreement; a decision is made by the Secretary of the 
Navy, usually after receiving further oral recommendations from the Chief of 
Naval Operations, the Comptroller, or the bureau chief concerned. 

After completion of this review, the budget justification books are modified 
in accordance with the decisions of the Secretary of the Navy and a few days 
later are submitted to the Secretary of Defense. Usually there follows a 6-week 
joint review by analysts of the Office of Secretary of Defense and the Bureau of 
the Budget. This is a detailed review, similar to that made by the Comptrollers 
of the Departments. 

The purpose of this level of review, usually held jointly by the Secretary of 
Defense and the Bureau of the Budget, is to insure a conformance to the over-all 
objectives of the Government, to obtain a proper balance between the military 
departments in order to carry out the objectives, and to insure that the depart- 
ments do not receive more funds than required to carry them out. 

The next level of review, one of the most important, is a review made by a 
very limited number of personnel at the top level in our Government. It is a 
review about which little is heard but one which has far-reaching effect upon the 
entire budget. 

This review occurs after the Secretary of Defense and the Director of the 
Bureau of the Budget have reviewed the justifications. The total request is 
usually greater than the Director of the Bureauof the Budget and the President 
consider desirable based upon the fiscal requirements and income of the Govern- 
ment as a whole. In recent years, the military requirements have been from one 
and one-half to twotimes the requirements of all other Government departments. 
Various discussions regarding the budget usually are held by the President with 
the National Security Council, the Director of the Bureau of the Budget, the 
Secretary of Defense, and the Secretaries of the Departments. This is the final 
budget review before the submission to the Congress. Justification books are ad- 
justed in accordance with the final decisions and the books are prepared for 
submission to the Congress no later than the end of January. 

As to the various budget reviews, they do serve a useful purpose whether 
we like them or not. Such reviews serve to obtain a better balanced budget 
within and among the departments. A properly executed review on higher levels 
will insure funds for the urgent programs necessary for the best interests of 
the United States. 

It is important to all of us as taxpayers to have the programs of the Govern- 
ment carefully reviewed in order tocut those which are unnecessary and to pro- 
vide adequate funding for those which are important. Human nature is such that 
personnel concerned with the execution of programs are usually enthusiastic 
about them. It is beneficial to have suchprograms examined at each step in the 
review process by responsible personnel with the broader governmental view- 
point possessed by officials at each successively higher organizational echelon. 
This democratic method under which our Government operates is the one which 
has allowed us to achieve our strength and standing in the world today. 








A VARIATION IN COMPTROLLERSHIP 


Captain C. B. Arrington 
United States Coast Guard 


The need for comptrollership was recognized by Coast Guard management in 
its voluntary adoption of a comptroller organization. However, prior organiza- 
tional alignments and experience weighed heavily in determining the assignment 
of the comptroller’s responsibilities. Two major differences from the more fam- 
iliar comptroller pattern in the other military services appeared in the Coast 
Guard decision. 

First there was the omission of responsibility for service- wide manpower 
management. This responsibility continues to be a direct function of command 
without detail to any particular staff component in Coast Guard field organiza- 
tions. However, central manpower control is maintained by the Chief of Staff 
through billet allocations for both military and civilian personnel for all units. 
With relatively small field units, this method of handling the Coast Guard’s man- 
power problem is perhaps the most efficient. Within this framework, of course, 
the Comptroller must review personnel utilization within comptroller activities 
and recommend changes when improvements can be made. 

The second major difference in comptroller assignments was the inclusion 
of overall responsibility for supply management. Prior to World War II, supply 
was primarily a matter of ordering or requisitioning and was generally treated 
as an intrinsic and routine departmental duty. Pay officers handled such supply 
duties as were not performed by the engineering officers responsible for main- 
tenance. Supply was not recognized as a distinct function. 

Early in the war, the acute problems of procurement and distribution led 
to setting up a supply division at central Headquarters under a staff Office of 
Finance and Supply. Finance and supply were looked upon as specialties com- 
mon to officers assigned to these duties. That relationship was carried over and 
combined with budgeting, internal audit and statistical services under the overall 
direction of the Comptroller in 1951. 

The arrangement of supply under the comptroller has some good and bad 
points. Among the advantages, it facilitates cooperation with budgeting and 
accounting staffs in development of procedures properly revealing the financial 
impact of material usage. It brings earlier and stronger recognition of the cost 
of supply services and of inventory losses. And, the fact that the officers who 
do contracting work rotate in the same specialty as those who certify and pay 
may be considered a more.efficient use of their hard- gained background knowl- 
edge of the complex laws and rules governing these matters. 

On the other side, one disadvantage is a degree of divided responsibility. 
For technical equipment and materials, engineering personnel must, of neces- 
sity, do the design and specification work and determine stock levels for tech- 
nical items stocked for contingencies or as strategic reserves. They must also, 
under present arrangements, finance such stocks from maintenance funds. To 
that extent, the engineering staffs share in supply management. This divided 
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responsibility requires close cooperation between the comptroller and engineer 
if efficient inventory control is to be achieved. 

From time to time, thought has been givento separation of supply manage- 
ment or to its transfer to the engineering staff. Perhaps the principal stay 
against the latter shift would be the accompanying responsibility for important 
materiel categories, such as clothing and provisions, which do not fit into engin- 
eering concepts. Also, the change would necessarily bring the engineering 
staffs more intimately into details of accounting and procurement. The con- 
tinuing shortage of trained engineering talent strengthens the case against a 
further diversion of engineers to such extraneous concerns. 

At any rate, under the comptroller organization, progress has been made in 
supply management. Stocks and usage are under accounting control so that man- 
agement is presented with better information on inventory activity and costs. 
Balance sheet changes in inventory levels and inthe value of outstanding orders, 
advances, receivables and payables are reported regularly. Although we haven’t 
yet brought these changes under budgetary controls for stocks financed from the 
annual appropriations, we do have under study an alternative form of budget 
that forecasts their effect. Overall, there is some ground for thinking that be- 
cause the financial aspects of inventory control and distribution are among the 
most important factors governing them, comptroller responsibility for supply 
problems may bring better focus to management effort in solving them. 


(NOTE: The opinions or assertions contained herein are the private 
ones of the writer and are not to be construed as official or 
reflecting the views of the Commandant or the Coast Guard 
at large.) 
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COMPTROLLERSHIP ACTIVITIES AT SHAPE 


Lt. Colonel L. T. King 
United States Army 


A comptroller’s job is a difficult one, at best, even within the familiar sur- 
roundings of our own American military establishment. 

But if you can visualize operating a comptroller’s shop in 13 different kinds 
of currency and with a staff made upof 10 different nationalities, then you have a 
rough idea of what it’s like to be the Comptroller of Supreme Headquarters, 
Allied Command Europe. 

It takes a rare combination of military man, financial genius and diplomat to 
fill a post like that, and General Gruenther is fortunate in having.a comptroller 
who fills the bill in all respects. 

He is Controleur General de la Marine Guillaume C, Le Bigot, a two-star 
admiral in the French Naval Reserve, who served as comptroller under both 
General Eisenhower and General Ridgway. As the only civilian Division Chief 
in SHAPE, he is today General Gruenther’s top adviser in financial matters as 
well as the keeper of the purse strings for Allied Command Europe. 

Solving financial riddles is nothing new for this dynamic Frenchman, who 
regularly puts in a 60-hour week at his job of piloting SHAPE’s fiscal affairs. 
Before joining General Eisenhower’s staff in 1951 he had served three years as 
Chief of the Budget and Finance Department in the French War Ministry. 

He had also been Chief of the French Liaison Mission with Allied Forces, a 
job requiring high-level decisions on a multiplicity of problems, both financial 
and political. 

As Comptroller of SHAPE, M, Le Bigot has virtually absolute power of veto 
over proposed expenditures which do not measure up to the exacting standards 
of economy he is pledged to maintain. And when the budget of SHAPE and its 
subordinate commands comes up for consideration each year by the NATO Mil- 
itary Budget Committee, he is the man whocarries the ball as principal witness. 

This is no easy job. The Military Budget Committee is composed of repre- 
sentatives of the 15 NATO nations and each member is concerned with looking 
after his own national interests as well as NATO’s. Getting approval of SHAPE’s 
budgetary requests from this group of unyielding and frugal gentlemen calls for 
tact, persuasiveness and the patience of Job. 

These qualities M. Le Bigot apparently possesses in just the right combina- 
tion, as he usually winds up by getting about 95% of his budget approved. But 
the Committee knows from the past experience that when he presents a budget, 
all of the ‘‘fat’’ has been trimmed off beforehand. He and his staff of budget ex- 
perts see to that before the estimates are consolidated and formally submitted. 

Contrary to normal military fiscal practice, Comptroller General Le Bigot 
operates his own treasury. Once the international budget has been approved, 
the member nations are assessed for their respective contributions according 
to an internationally approved cost sharing formula. These contributions are de- 
posited in selected banks in the various nations and draw interest, which is ap- 
plied as a reduction to the total amount assessed. 
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In addition to the budgetary and treasury activities already mentioned, the 
Budget and Finance Division of SHAPE has an Audit and Inspection Branch, a 
Fiscal and Accounting Branch, a Financial Policy and Regulations Branch, a 
Management Branch and an Administrative Branch. 

The functions of these branches are closely parallel to those of typical or- 
ganizational units in US military comptroller establishments. 

Being a Frenchman, M. Le Bigot might normally be expected to have a 
staff composed largely of French nationals. Nothing could be farther from the 
actual fact. His Deputy Chief is a Colonel, Royal Army Pay Corps, and his Ex- 
ecutive Officer is a Lieutenant Colonel, US Army Finance Corps. His branch 
chiefs are French, Canadian, British, Belgian, Italian and American. 

The remainder of the division is composed of these same nationalities 
plus Dutch, Norwegians, Danes and Turks. 

Language barriers? There are practically none. All personnel in the Budget 
and Finance Division speak English, many of them French as well. Since these 
are the two official SHAPE languages, the problem of communication is rela- 
tively simple. 

Dealing simultaneously in francs, dollars, pounds, kroner, guilders, drach- 
mae, marks and various other currencies presented, initially, some accounting 
difficulties. But these have long since been ironed out and the Comptroller of 
SHAPE reckons with equal facility in terms of American dollars or Turkish 
lire. 

Espirit de corps runs high in M. Le Bigot’s Budget and Finance organiza- 
tion. His alert mind and keen analytical ability are respected by every officer 
and civilian in the division, It is a rare occasion when a knotty financial problem 
needs solving that ‘‘the boss’’ doesn’t come up with a practical twist no one 
else has thought of. 

This is one of the many reasons why comptroller activities at SHAPE oper- 
ate in the best traditions of this difficult military trade. It also accounts, in a 
large.measure, for the fact that Comptroller General Le Bigot has been request- 
ed to address the Heidelberg Chapter of ASMC in March, and that he is high on 
the list of VIP’s to be invited to speak to the newly organized Paris Chapter as 
soon as it is actively rolling. 
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THE FOUNDING OF OUR SOCIETY 


Samuel V. Anthone 
Founding Member 


It is hoped that the following will serve to acquaint you with the early history, 
purpose and character of our organization and provide the answer, ‘‘WHY THE 
AMERICAN SOCIETY OF MILITARY COMPTROLLERS”’. In order tobring you 
up-to-date, we must go back a few years and highlight the events leading up to 
the founding of our Society, which was originally organized as the Society of 
Military Accountants and Statisticians. 

On 18 November 1948, upon the invitation of Lt. Joseph C. Armour, Lt. Col. 
Frederick B. Smith and Captain Samuel V. Anthone, met with Lt. Armour, in 
San Antonio, Texas, for dinner. At this dinner, while discussin our respective 
assignments, and finding them so similar in character, Lt. Armour suggested 
that it would be a great help to the Government and the Defense Department, if 
an organization were formed, bringing together the Officers of the Armed For- 
ces who were engaged in the Accounting and Statistical fields of endeavor. It 
was agreed that the plan was anexcellentone, and it was suggested that each of 
us contact some other officer, and invite him to join our dinner group. On 
December 2, 1948, a second dinner meeting was held, at Brooke Army Medical 
Center Officers Club, at which there was in attendance, in addition to the above 
mentioned officers, Col. Jerrold D. Mc Carthy and Captain Garnett M. Burum. 
At this meeting it was decided that a Coastitution and plan of organization should 
be drafted. 

The next meeting of the group was held on 13 January 1949 at the BAMC 
Officers Club, at which it was decided to call the organization ‘‘The Society of 
Military Accountants and Statisticians.’”’ Various details for a Constitution and 
By-Laws were discussed and a further meeting was called for 10 February 
1949. At the last named meeting plans for a National Constitution were laid, and 
during the months of March and April, 1949, after many conferences and meet- 
ings of the Founders, a Constitution was brought to final form. At a meeting in 
April, the original group was augmented by Colonel Bickford E. Sawyer, Lt. 
Col. Maurice Edelman, Lt. Commander Louis A, Oswald and Major Walter H. 
Zwinscher. At this meeting the Constitution and By- Laws of SMAS were approved 
by the Founders in session. 

At a meeting heldon the 12thofMay 1949, the following Founding Members, 
present, met at the Ft. Sam Houston Officers Club: 

From the ARMY: Colonel McCarthy, Colonel Sawyer, Lt. Col. Edelman, Lt. 
Col. Smith, Major Burum and Captain Armour 

From the NAVY: LCDR Oswald 

From the AIR FORCE: Major Anthone and Major Zwinscher 

After due study and deliberation, into the long hours of the night, the Nine 
Founding Members, at the meeting of 12 May 1949, formally adopted the Nation- 
al Constitution, and the Society of Military Accountants and Statisticians was 
brought into being. 

The first regular meeting of the National Council of the new Society of Mil- 
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itary Accountants and Statisticians was convened, under the provisions of the 
Constitution, on the above date in the Club Rooms of Brooke Army Medical 
Center Officers Club, Ft. Sam Houston, Texas, and upon mutual agreement of 
the members present, Captain Armour was requested to be the Temporary 
Chairman, and he did so preside. 

Election of Officers then followed, witn the following serving as the first 
Officers of SMAS: 


President Captain Joseph C. Armour 

lst Vice Pres. Major Samuel V. Anthone (Air Force) 
2nd Vice Pres. LCDR Louis A. Oswald (Navy) 

3rd Vice Pres. Major Garnett M. Burum (Army) 
Secretary Col. Jerrold D. McCarthy 
Comptroller General Major Walter H. Zwinscher. 


The initial National Constituion, as indicated by the name of the organiza- 
tion, directed its attention to the Accounting and Statistical areas. Full member- 
ship in SMAS was reserved to Commissioned and Warrant Officers of the 
Armed Forces. 

In comparison, it is interesting to note that the Society in its present ex- 
panded form, ASMC, has directed its interest into the fields of Budgeting, 
Accounting, Finance, Reports and Statistics, Auditing, Organization, Manage- 
ment and Analysis, covering the full complement of Military Comptrollership. 
Also, full membership was opened to Civil service Employees, as well as to 
Commissioned and Warrant Officers. 

The American Society of Military Comptrollers is a unique organization, 
the only one of its kind in the Military Forces of the world. Its aim is to better 
the methods of operating the Armed Forces, and to uphold and protect those 
ideals which have made the United States of America the greatest nation in 
the history of the world. 


May God prosper our organization, let it grow, and cause it to perform 
the service which the Nine Founders intended it to perform. 
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SELECTED PROVISIONS 
OF THE 
NATIONAL CONSTITUTION 
AMERICAN SOCIETY OF MILITARY COMPTROLLERS 


Purpose of the Society 


The purpose of the Society is to afford a means by 
which members who are engaged in Comptrollership through- 
out the Department of Defense of the United States of 
America may, through combined action, the application of 
advanced knowledge and techniques, and sound management, 
assist in maintaining and improving the high standards of 
financial management throughout the Department of Defense; 
to foster a spirit of good will and good fellowship among its 
members; and to perpetuate the friendships and traditions 
growing out of their service together in the Armed Forces 
of the United States of America. 


To meet these objectives, the Society and its local 
Chapters will conduct meetings and conventions, conduct 
correspondence, and issue publications in which ideas and 
professional information concerning Military Comptrol- 
lership (Budgeting, Accounting, Finance, Reports and Sta- 
tistics, Auditing, Organization, Management, Analysis, and 
related activities) can be exchanged and discussed. 
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(At the meeting of the National Council on 17 


August 1956, a proposed amendment will be con- 
sidered, to provide for designation of each of the 
Armed Forces: Army, Navy, Air Force, Marine 
Corps, and Coast Guard.) 


Membership 


No person shall be eligible for Active Membership 
unless that person shall have achieved a high standing and 
position of responsibility and respect in Comptrollership, 
shall have obtained the endorsement of two Active Members, 


and shall have submitted the required fee and application. 


Active Members shall be (or shall have been) Com- 


missioned Officers, Warrant Officers, or Civil Service 


Employees who are (or have been) required to exercise 


their abilities in the field of Comptrollership. 


Life Members shall be: (a) those Active Members who 
(1) shall have been in good standing for twenty consecutive 
years, or (2) shall have paid the dues therefor as fixed by 
the National Council: and (b) the Life Members of the 
predecessor organization. Life Members shall have all the 
rights and privileges of Active Members. 
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National Council 


The Society shall be governed by a National Council, 
the membership of which shall consist, regularly, of: (a) 
the Founding Members and the Past Presidents of the 
predecessor organization; (b) the current National Officers 
of the Society; and (c) such additional members elected at 
the Annual Convention (hereinafter called ‘‘elected mem- 
bers’’) as shall bring the membership of the Council to a 
total number of thirty-seven. The term of office of the 
elected members shall be two years(subject to the flexibility 
provision in Article V, Section 2), except where such term 
of office would extend into three fiscal years of the Society; 
in which case the term of office shall include only the period 


in the first fiscal year and the entire second fiscal year. 


The President of the Society, in his discretion, may 
make interim appointments of individuals as members of the 
National Council to fill existing vacancies therein; but the 
election of such appointees to the regular term of office 
shall be governed by the provisions of Sections 1 and 4 of 
Article IV. 


The National Council shall meet once a year and at 


such additional times as the President shall direct. 


The National Council shall have the powers of theAnnual 


Convention until the first Annual Convention is held. 
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Annual Convention 


An Annual Convention shall consist of members of the 
National Council and delegates elected by each of the local 
Chapters in such numbers as the National Council shall 


previously decide, except that each Chapter shall have a 


fair and proportionate representation thereat. 


The Annual Convention shall meet on a dateto be set by 
the National Council, except that the National Council shall 
not set a date which is closer than eleven months of.later 


than thirteen months after the previous Convention. 


National Officers 


The Officers of the Society (designated as ‘‘National 
Officers”), who shall serve without compensation, shall be: 
(a) President, (b) a Vice President from each of the 
Military Departments, (c) General Counsel, (d) Secretary, 
and (e) Comptroller. 


Each Annual Convention shall elect a President, Vice 


Presidents, General Counsel, Secretary, and Comptroller. 


The Officers shall take office immediately after election. 
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Finances 


Dues shall be fixed by the National Council. Local 


Chapters may add a surcharge for local operating expenses. 


An annual budget prepared by the Comptroller, approved 
by the President, shall constitute the financial plan for the 
ensuing year. 


No expenditure of funds shall be made which is not in 
harmony with the adopted budget, unless and until the 


President has approved the proposed expenditure. 


Upon the dissolution of the Society, all bona fide debts 
shall be paid. Any residue shall be turned over as a gift to 
legitimate relief or aid organizations of the Armed Forces 


of the United States, as directed by the National Council. 


Audit Committee 


The National Council shall appoint from the mem- 
bership a committee to be known as ‘*The Audit Committee’”’ 
to serve at its pleasure. Such committee shall be composed 


of three members and two alternate members. 
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The duties of The Audit Committee shall be to audit 
annually, or more frequently, if requested by the National 
Council, the official books of account as maintained by the 
Comptroller, and to present its report of findings to the 
National Council at the conclusion of each audit. This report, 
as a minimum, shall consist of a Balance Sheet, a Statement 
of Operations, compared with the adopted budget for the 
period under review, and such comments as the committee 
deems pertinent. The report shall be signed by at least three 
members, who have participated in the audit. 


Local Chapters 


The National Council may grant charters for local 
Chapters to any group of six or more petitioners who: 
(a) furnish proof of their Active or Life Membership, or 
eligibility for such membership; (b) submit a proposed copv 
of an acceptable Constitution and By-Laws; and (c) remit 
proper dues for membership of each of the petitioners. 

The petitioning for and issuance and acceptance of a 
charter for a Chapter of the Society shall constitute a 
contract between that Chapter and the National Council, 
under which the officers and members of the Chapter agree 
to hold themselves, their associates and successors, 
individually and collectively, morally responsible, and 
legally and pecumiarily liable for re¢x2ss and restitution to 
the National Council for any injury or distress that Chapter 
may cause the Society or for any deviation from the letter, 
spirit or intent of this Constitution or the By-Laws thereof. 
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By-Laws 


The provisions of this Constitution may be implemented 
by such By-Laws as may be deemed necessary, which 
shall become effective when adopted by a majority vote of 


the Annual Convention. 


The initial By-Laws of the Society shall be those 
formulated by, and adopted by at least a two-thirds vote 


of, the National Council of the predecessor organization 


at its last meeting. 
Amendments 
This Constitution may be amended by a two-thirds vote 
of the National Council, which shall be ratified by a two- 
thirds vote of the Annual Convention. 
Effective Date 
This Constitution (a revision of the Constitution of the 


predecessor organization) shall become effective on 1 
September 1955. 
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